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KPMG Peat Marwick
Certified Public Accountants

Peat Marwick Plaza

303 East Wacker Drive

Chicago, IL 60601-9973

TnHependen f Auditors' Report

Board of Directors

Regional Transportation Authority

Chicago, Illinois

We have audited the general purpose financial statements of the Regional Transportation

Authority (Authority) as of December 31, 1993, as listed in the accompanying table of

contents. These financial statements are the responsibility of the Authority's managenient.

Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those

standards require that we plan and perform the audit to obtain reasonable assurance about

whether the general purpose financial statements are fi-ee of material misstatement. An audit

includes examining, on a test basis, evidence supporting the amounts and disclosures in the

general purpose financial statements. An audit also includes assessing the accounting

principles used and significant estimates made by management, as well as evaluating the

overall financial statement presentation. We believe that our audit provides a reasonable basis

for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all

material respects, the financial position of the Regional Transportation Authority as of

December 31, 1993, and the results of its operations and the cash flows of its proprietary

fund for the year then ended in conformity with generally accepted accounting principles.

As discussed in note 1 to the general purpose financial statements, the Authority adopted the

provisions of the Governmental Accounting Standards Board's Statement No. 14, "The

Financial Reporting Entity" in 1993.

Our audit was made for the purpose of forming an opinion on the general purpose financial

statements taken as a whole. The accompanying supplemental information, as listed in the

table of contents, is presented for purposes of additional analysis and is not a required part of

the general purpose financial statements of the Regional Transportation Authority. Such

information has been subjected to the auditing procedures applied in the audit of the general

purpose financial statements and, in our opinion, is fairly stated in all material respects in

relation to the general purpose financial statements taken as a whole.

fC.f/^G- Put AU^v^

April 25, 1994
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REGIONAL TRANSPORTATION AUTHORITY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 1993

NOTE 1 - REPORTING ENTITY

The Regional Transportation Authonty (RTA) was established in 1974 upon the approval of a

referendum in its six-county Northeastern Illinois region. The operating responsibilities of the

RTA are set forth in the RTA Act (Act). The RTA is a unit of local government, body politic,

political subdivision and municipal corporation of the State of Illinois. As initially estabUshed, the

RTA was an operating entity responsible for providing day-to-day bus and rail transportation

services. However, in 1983 the Illinois General Assembly reorganized the structure and funding

of the RTA from an operating entity to a planning and oversight entity. The reorganization placed

all operating responsibihties in the Chicago Transit Authority (CTA) and two operating divisions of

the RTA: a Commuter Rail Division (Metra), and a Suburban Bus Division (Pace), each having its

own independent board. These divisions conduct operations and deal with subsidized carriers.

These three entities are defined in the Act as the "Service Boards."

The Act sets forth detailed provisions for the allocation of receipts by the RTA to the various

Service Boards, and imposes a requirement that the RTA's system as a whole achieves annually a

"system generated revenue recovery ratio" (i.e., aggregate income for transportation services

provided) of at least 50% of the cost of the transportation services. The Service Boards achieve

their required recovery ratio by establishing fares and related revenue to cover the required

proportion of their proposed expenses. The RTA has the responsibility to supervise the budgets

and financial condition of the CTA, Metra, and Pace.

As defined by generally accepted accounting principles established by the Governmental
Accounting Standards Board (GASB Statement No. 14) and adopted by the RTA for the fiscal year

ended December 31, 1993, the financial reporting entity consists of the primary government, as

well as its component units, which are legally separate organizations for which the elected officials

of the primary government are financially accountable. Financial accountability is defined as:

( 1

)

Appointment of a voting majority of the component unit's board, and either a) the ability to

impose will by the primary government, or b) the possibility that the component unit will

provide a financial benefit to or impose a financial burden on the primary government; or

(2) Fiscal dependency on the primary govenmient.

The accompanying financial statements present the RTA (the primary government) and its

component units. The financial data of the component units are included in the RTA reporting

entity because of the significance of their operational or financial relationship with the RTA.

Blended Component Units

The following component units are legally separate entities from the RTA, but are effectively

controlled by the RTA. They are reported as part of the RTA and blended into the appropriate

funds.

Joint Self-Insurance Fund - The governing board of the Joint Self-Insurance Fund is appointed by
the RTA. The management of the Joint Self-Insurance Fund is RTA personnel. All operations and
fiscal matters are controlled by the RTA.





REGIONAL TRANSPORTATION AUTHORITY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 1993

RTA Pension Plan and Trust - The RTA participates, along with Metra and Pace, in a multi-

employer noncontributory defined benefit cost-sharing pension plan and trust (the Plan), covering

substantially all employees not otherwise covered by a union pension plan. Although
responsibilities for administering the Plan are divided among a Board of Trustees, a Retirement

Committee, a Plan Administrator, and the RTA Board of Directors (RTA Board), the RTA Board
maintains exclusive authority over the Plan and is able to significantly influence its operations. The
Plan was not mcluded in the RTA's general purpose financial statements prior to the adoption of

GASB Statement No. 14.

Discretely Presented Component Units

Discretely presented component units are entities that are legally separate from the RTA, but for

which the RTA is financially accountable, or whose relationship with the RTA are such that

exclusion would cause the RTA's financial statements to be misleading or incomplete. The RTA
reporting entity does not include any discretely presented component units.

Excluded Entities

Several other governmental entities have operations within the RTA's region but are separate legal

entities. The entities include the CTA, Metra, and Pace. Except for the Chairman of the CTA
Board of Directors, who is also an RTA Board member, the Boards of Directors of each service

division are completely independent of the RTA Board. The RTA Board has control neither in the

selection nor the appointment of any Service Board director nor of any of its management.
Further, directors of the CTA, Metra, and Pace are excluded from serving on more than one
entity's board of directors, including that of the RTA.

The CTA, Metra, and Pace maintain separate management, exercise control over all operations

(including the passenger fare structure), and are accountable for fiscal matters including:

ownership of assets, relations with federal and state transportation funding agencies that provide

financial assistance, and the preparation of operating budgets. The CTA, Metra and Pace are also

responsible for the purchase of services and approval of contracts relating to their operation. The
CTA, Metra and Pace have no bonded debt; however, the CTA expects to enter into capital lease

obligations, with the Public Building Commission of Chicago in 1994.

The CTA, Metra, and Pace provide services to different geographic areas within the six county
region. Metra provides transit service to the six county area, with the majority of the transit riders

residing in the suburban metropolitan area and commuting into the City of Chicago. Pace's

primary service area is the suburban communities, with limited service to areas within the City of
Chicago. The CTA provides service to the City of Chicago and thirty-eight neighboring suburbs
within Cook County. Although programs are underway to increase the transfer of ridership

between the service entities, trips of this type presently represent a minority of those taken.

Based on these factors and applying the aforementioned criteria used to determine financial

accountability, management of the RTA does not consider the CTA, Metra, or Pace to be
component units and, accordingly, the financial data of the Service Boards were excluded from the

RTA reporting entity. The financial data of the Service Boards are combined, however, in the Pro
Forma Combining Annual Financial Report. The Pro Forma Combining Annual Financial Report
is a statutorily required report and is not required under governmental accounting and financial

reporting standards. The RTA is not aware of any entity which is financially accountable for the

RTA that would result in the RTA being considered a component unit of such entity.

Illinois statutes require the RTA to approve the budgets of the CTA, Metra and Pace if such
budgets meet specified farebox recovery ratios.

-9-





REGIONAL TRANSPORTATION AUTHORITY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 1993

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the RTA conform to generally accepted accounting principles as

applicable to governments. The following is a summary of the significant policies:

A. Fund Accounting

The accounts of the RTA are organized on the basis of funds and account groups, each of

which is considered a separate accounting entity. The operations of each fund are accounted

for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund

equity, revenues, and expenditures or expenses, as appropriate. RTA resources are allocated

to and accounted for in individual funds based upon the purposes for which they are to be

utilized and the means by which spending activities are controlled. In the financial

statements, the various funds are grouped into three broad fund types and five generic fund

categories as shown below.

GOVERNMENTAL FUND TYPES

RTA governmental fund types consist of the General Fund, Debt Service Fund and Capital

Projects Fund. The measurement focus is based upon determination of changes in financial

position, rather than upon income determination.

General Fund

The General Fund is the general operating fund of the RTA. It is used to account for all

financial transactions that are not specifically required to be accounted for in another

fund.

Debt Service Fund

The Debt Service Funds are used to account for the accumulation of resources for, and

the payment of, general long-term debt principal, interest, and related costs. The RTA
general ordinance also established a Debt Service Reserve Fund to be maintained by the

Trustee for the sole benefit of the holders of bonds, and to be applied and used solely for

the payment of bond principal and interest. The Debt Service Funds and the Debt Service

Reserve Fund are combined for financial statement presentation.

Capital Projects Fund

The Capital Projects Fund was established when 1990A Bonds of $100 million were

issued in 1990 for capital projects of the Service Boards. The proceeds from an evenmal

Bond program of $1 billion will be allocated by the RTA as follows: 50% for capital

projects of the CTA; 45% for capital projects of Metra; and 5% for capital projects of

Pace. Projects included in any approved five-year capital program will be eligible for

reimbursements from these proceeds by the RTA without further review or action by the

RTA Board of Directors. In 1991, 1 991A Bonds of $100 million were issued. In

1992, 1992A Bonds of $188 million and 1992B Bonds of $30 million were issued. In

1993, 1993A Bonds of $55 nullion, 1993B Bonds of $55 million and 1993C Reftinding

Bonds of $23,265 million were issued. The Refunding Bonds were issued to refund, in

advance of their maturity, certain of the 1990A Bonds.

-10-
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NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
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PROPRIETARY FUND TYPE

Proprietary funds are used to account for activities that are similar to those found in the

private sector and to account for the financing of goods or services provided by a department

or agency to other departments or agencies of the governmental unit, or to other

governmental units on a cost reimbursement basis. The RTA has one proprietary (internal

service) fund which relates to the activities of the Joint Self-Insurance Fund (Fund).

Joint Self-Insurance Fund

The purpose of the Joint Self-Insurance Fund is to provide a source from which to pay

substantial damage and other claims incurred by the Service Boards and the RTA arising

out of personal injuries, property damage and certain other losses. The Self-Insurance

Agreement provides that the Fund is not available to pay principal or interest on the

Series 1986A Bonds which were issued in connection with its creation. The Fund
accounts for the financing of claims incurred by the Service Boards and the RTA on a

cost-reimbursement basis.

FIDUCIARY FUND TYPES

Fiduciary funds account for assets held by a governmental entity in a trustee capacity or as

an agent for others. The RTA's fiduciary fund consists of an Agency Fund and a Pension

Trust Fund. Because Agency Funds are custodial in nature (assets equal liabilities), they do

not involve the measurement of results of operations.

Agency Fund

The Agency Fund records the receipt and disbursement of the Retailers' Occupation and

Use Tax (sales tax) and the interest on this tax due to the CTA, Metra and Pace.

Required sales tax revenues are accrued in the Agency Fund and are equally offset by a

liability to the Service Boards. For budget purposes, the RTA considers additions to and

disbursements from the Agency Fund to be revenues and expenditures, respectively. In

accordance with generally accepted accounting principles for governmental entities, ±ese
are additions to and deductions from Agency Fund assets and liabilities, respectively.

Pension Trust Fund

The Pension Trust Fund is used to account for the accumulation of resources for, and
payment of, retirement benefits to employees participating in the RTA Pension Plan and

Trust.

B . Fixed Assets and Long-Term Liabilities

Account groups are used to establish accounting control and accountability for fixed assets

and long-term liabilities. Account groups are not funds and, therefore, are not involved in

the measurement of the results of operations. The following are the RTA's account groups:
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General Fixed Assets Account Group

Fixed assets used in governmental fund type operations are stated at cost, or fair market

value if donated, in the General Fixed Assets Account Group, rather than governmental

funds. Depreciation is not recognized in accordance with standard governmental

accounting practices. General fixed assets are acquired for the purpose of providing

governmental services at the RTA and not for the production of services that are sold.

General Long-term Debt Account Group

Long-term liabilities expected to be financed from governmental funds are accounted for

in the General Long-term Debt Account Group. The RTA's use of this account group

relates to bonds sold in 1986 to establish the Joint Self-Insurance Fund for transit

operations and bonds sold in 1990, 1991, 1992, and 1993 to fund capital projects.

The entire liability for compensated absences is recorded in the General Fund, since,

with the exception of an immaterial amount, these will be liquidated with currently

available resources.

C . Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized in

the accounts and reported in the financial statements, regardless of the measurement focus

appUed.

All governmental funds and the agency fund are accounted for using the modified accrual

basis of accounting, (i.e., revenues are recognized when they become measurable and

available, and expenditures are recognized when the related fund Uability is incurred). Sales

taxes are considered measurable when levied by the state and collected by the retailer. Sales

taxes are considered available when received in time to finance current obUgations. Sales tax

revenues are recorded when they are both measurable and available. The governmental fund

measurement focus is on determination of financial position and changes in financial

position rather than on net income determination.

Proprietary and Pension Trust funds are accounted for using the accrual basis of accounting.

Therefore, revenues are recognized when earned and measurable, and expenses are

recognized when they are incurred.

D. Assets, Liabilities and Fund Equity

ASSETS

Cash and Investments

All excess General Fund cash is invested and earnings are credited to the General Fund

for use in financing general RTA operations. Investments are carried at cost.

Investments in the RTA's Deferred Compensation and Pension Trust Funds are carried

at market value. (A detailed analysis of cash and investments is presented in Note 4).
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Receivables

Accounts receivable include amounts due from local and state governments for sales

taxes and specific programs and projects.

Restricted Assets

Proceeds from debt and amounts set aside for payment of proprietary fund general

obligation debt are classified as restricted assets since their use is limited by bond
indenture.

LIABILmES

Accrued Operating Assistance and Capital Assistance Payable

These amounts represent the accrued financial assistance and capital grants due to the

Service Boards at December 31, 1993.

Deferred Compensation andAccrued Other Expenses

These amounts represent amounts held in the deferred compensation plan and short-term

payables accrued at year-end. Compensated absences which are reported within this

category represent the liability for employees' vested vacation at year end.

FUND EQUITY

Fund Balance

Portions of the fiind balances of the General and Debt Service Funds are reserved by the

RTA for specific purposes as follows:

Reserved for 1987 and prior capital and Reserved for 1988 thru 1993 capital

represent that portion of the RTA's fund balance to provide the local share of
federal and state funded capital projects and to fund those projects not funded by
another source. The related cash to cover projects for, and prior to, 1987 has been
restricted by RTA Board action.

Reserved for debt service represents the portion of fund balance for debt service

resources legally restricted for the payment of long-term debt principal and interest

amounts maturing in future years.

Reserved for loans to Service Boards represents the long-term portion of these

receivables. Reserved for employee retirement represents tfie excess of the Pension
Plan and Trust's assets over it liabilities to be used for the payment of employee
retirement benefits incurred under the Plan. Reserved for prepaid expenses
represents costs paid by the RTA prior to their being incurred.

Contributed Capital

Contributed capital is the amount of permanent fund capital contributed to the Joint

Self-Insurance Fund from the proceeds of the bond issue and includes deposits made
directly to the fund since its inception. There was no change in contributed capital

during 1993. ^
-13-





REGIONAL TRANSPORTATION AUTHORITY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 1993

Revenues

The RTA has four principal sources of revenue and other financing sources: (1) retailers'

occupation taxes, service occupation taxes, and use taxes (collectively, "Sales Taxes"); (2)

funds appropriated to the RTA by statute through the State's Public Transportation Fund
established under the Act; (3) fiinds in respect of state or federal grants, loans, or any other

such funds, which the RTA is authorized to apply for and receive under the Act; and (4)

investment income on unexpended funds held by the RTA.

Intergovernmental grant revenues are recognized when qualifying expenditures have been
incurred in accordance with the grant award.

TAXES

The RTA Sales Tax currently imposed by the RTA consists of (i) in Cook County, (a) a tax

of 1% of the gross receipts from sales of drugs, certain medical supplies and food prepared

for consumption off the premises (other than for immediate consumption) imposed on all

persons selling tangible personal property at retail (a "Food and Drug Tax") and (b) a tax of

.75% of the gross receipts from all other taxable retail sales; (ii) in counties within

Northeastern Illinois other than Cook County, a tax of .25% of the gross receipts from all

taxable retail sales (together with (i) (b), a "General Sales Tax"); and (iii) a tax of .75% on
the use in Cook County, and .25% on the use in Northeastern Illinois other than Cook
County, of tangible personal property purchased from a retailer outside Northeastem Illinois

and titled or registered with a State agency by a person with a Northeastem Illinois address

(a "Use Tax"). The taxes described in (i) and (ii) above are also imposed on persons

engaged in making sales of services pursuant to which tangible personal property or real

estate (as incident to a sale of a service) is transferred (with respect to the taxes in (i) and (ii),

a "Service Occupation Tax").

The RTA Sales Tax is collected by the Illinois Department of Revenue (the "Department of

Revenue"), and paid to the Treasurer of the State of Illinois to be held in trust for the RTA
outside the State Treasury. Proceeds from the RTA Sales Tax are payable monthly, without

appropriation, by the State Treasury on the order of the State Comptroller directly to the

RTA.

Also, proceeds from certain sales taxes imposed by the State are allocated to the RTA as part

of the restructuring of the State and local sales taxes in Illinois. Until January 1, 1990, the

General Sales Tax, Use Tax and Service Occupation Tax portions of the RTA Sales Tax
were imposed at a rate of 1% in Cook County. Effective January 1, 1990, as a result of
legislation (the "Sales Tax Reform Act") aimed at simplifying the base and rate structure of
taxes imposed by the State and its local governments, including the RTA, the State General
Sales Tax, State Use Tax, State Service Occupation Tax and State Service Use Tax were
increased from 5% to 6.25% and any corresponding portions of the RTA Sales Tax in Cook
County were reduced from 1% to .75%. In order to avoid a revenue loss to the RTA
because of the reduction in this portion of the RTA Sales Tax, the Sales Tax Reform Act
directed that portions of the receipts from the State General Sales Tax, State Use Tax, State

Service Occupation Tax and State Service Use Tax be paid to the RTA annually.

14-
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Specifically, 4% of the net monthly revenue from the 6.25% State General Sales Tax and

State Service Occupation Tax and 4% of the net monthly revenue from the State Use Tax on
personal property purchased at retail outside the State but registered or titled with a State

agency within the State (i.e., .25% of total) is transferred into the County and Mass Transit

District Fund in the State Treasury (the "CMTD Fund"). The amount in the CMTD Fund
attributable to taxable sales occurring in Cook County or to property registered or titled in

Cook County is then transferred into the RTA Occupation and Use Tax Replacement Fund
in the State Treasury (the "Replacement Fund"). In addition, (i) the net monthly revenue

from the State Use Tax and State Service Use Tax portions of the 1% State Food and Drug
Tax and (ii) 20% of the net monthly revenue of the 6.25% State Use Tax and State Service

Use Tax (i.e., 1.25% of total), other than revenues of such taxes attributable to personal

property purchased at retail outside the State but registered or titled with a State agency
within the State, are deposited in the State and Local Sales Tax Reform Fund (the "Reform
Fund"). Ten percent of the money paid into the Reform Fund is then transferred into the

Replacement Fund.

The Act provides that the RTA withhold 15% of the tax revenues generated and that these

revenues are deposited into the RTA's General Fund. The RTA is required to pass on to the

Service Boards, pursuant to statutory formula, an amount equal to the remainder of such tax

revenues. The remaining 85% of sales tax is allocated to the Service Boards as follows:

Collected Within Collected in DuPage,
Service Collected Within Cook County Kane, Lake, McHenry
Board Chicago Outside Chicago and Will Counties

CTA 100% 30%
Metra - 55% 70%
Pace - 15% 30%

The RTA recognizes as a receivable and revenue in the General Fund only the 15% of the

total sales taxes collected to which it is entitled by the amended Act. The criteria applied for

recognition of the receivable and related revenue are that the amounts are "measurable and
available" for the RTA to meet its current obhgations.

PUBLIC TRANSPORTATION FUND (PTF)

In accordance with the Act, the State Treasurer is authorized and required to transfer from
the State's general revenue fund to a special fund in the State Treasury designated the

"Public Transportation Fund" an amount equal to 25% of net revenues realized from sales

taxes (or, as the case may be, gasoline or parking taxes) imposed by the Board. These
amounts may be paid to the RTA only upon State appropriation. The State has approved an
appropriation from the PTF through its 1994 fiscal year which will end June 30, 1994.

None of the revenues from the PTF is payable to the RTA unless and until it certifies to the

Governor, State Comptroller, and Mayor of the City of Chicago that the RTA has adopted a

budget and financial plan as called for by the Act.

The amounts allocable to each of the Service Boards from funding received by the RTA
from the State's PTF are allocated at the discretion of the RTA Board in connection with the

review and approval of the annual and revised budgets of each Service Board. The allocable

amounts of such funds are payable as soon as may be practicable upon their receipt,

provided that the RTA has adopted a budget pursuant to Section 4.01 of the Act, and the

Service Board that is to receive such funds is in compliance with the budget requirement
imposed upon the Service Board pursuant to Section 4. 1 1 of the Act.

-15-
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FEDERAL OPERATING ASSISTANCE GRANT

A grant is provided to the RTA under Section 9 of the Federal Transportation Act (FTA).

The revenue is recognized on the modified accrual basis in the year funds are actually

received based upon final approval of the grant. All funds received under this grant are

"passed through" to the Service Boards.

REDUCED FARE REIMBURSEMENT

The Legislature appropriated funds for a program under which the Illinois Department of

Transportation (IDOT) is authorized to provide to the RTA a reduced fare reimbursement

grant for the purpose of reimbursing the Service Boards for actual revenue losses

attributable to reduced fares for students, handicapped persons and the elderly. For the State

Fiscal Year ended June 30, 1993 and June 30, 1994 the grants were in the amount of $24

million and $24 million, respectively. The revenue is recognized on the modified accrual

basis when the amount is requested from the EDGT.

ADDITIONAL STATE ASSISTANCE

The State has authorized Additional State Assistance which is supplemental financing for the

RTA's Strategic Capital Improvement Program (SCIP). The Additional State Assistance

available to the RTA during the State's July through June fiscal year is limited to the lesser

of (i) the actual debt service payable during such year on any outstanding SCIP Bonds or (ii)

the following amount: for 1994, $20 milUon; for 1995, $30 million; for 1996, $40 milUon;

for 1997, $50 million; and for 1998 and each year thereafter $55 million. The RTA has

received Additional State Assistance in the amount of $1 1,655,591 with respect to the Series

1993A Bonds since July, 1993.

Expenditures and Expenses

Operating grants consist of financial assistance to the CTA, Metra and Pace. The RTA
provides operating assistance to the Service Boards to fund in part their RTA-approved
budgets.

Capital grants consist of the local match of FTA and IDOT funded capital projects and

projects which are funded 100% by the RTA. It also includes capital payments to Metra of

$17.3 for sales tax funding due Metra based on statutory formula and budgeted sales tax

revenues in excess of their budgeted operating deficit. The budget includes the total

appropriations to cover current expenditures.

Administration consists of those costs of the RTA incurred to carry out its regional funding

and administrative activities. These costs were limited by statute to no more than $7,384,725

for 1993.

Non-Administration consists of those costs of the RTA which are exempt from the statutory

limit. These costs include the operation of the Travel Information Center, program and

capital development and other costs incurred on behalf of the Service Boards.

Cash Flows

For purposes of the statement of cash flows, the RTA considers all short-term Treasury

securities to be cash equivalents.

-16-





REGIONAL TRANSPORTATION AUTHORITY
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H. "Memorandum Only" Total Columns

Total columns on the Combined Statements are captioned Memorandum Only to indicate that

they are presented only to facilitate financial analysis. Data in these columns do not present

financial position, results of operations, or cash flows in conformity with generally accepted

accounting principles. Also, such data are not comparable to a consolidation. Therefore,

inter-fund eliminations have not been made in the aggregation of these data.

NOTE 3 - BUDGET AND BUDGETARY ACCOUNTING

Section 4.01(a) of the Act requires the RTA to prepare and adopt a comprehensive annual budget

and program presenting the RTA's planned operations and capital expenditures for the forthcoming

year. The budget is comprehensive and includes the activity in all the General and Agency funds.

The annual budget and related appropriation are prepared on the modified accrual basis of

accounting in conformity with generally accepted accounting principles except for capital grants,

which are budgeted for on a project basis, which normally exceeds one year, and debt service

payments which are budgeted as transfers from the General Fund. Expenditures may not exceed

budgeted appropriations except by RTA Board approval. All appropriations lapse at year-end.

During the year, several supplementary appropriations were passed. It is the policy of the RTA to

fund the budgets of the Service Boards, up to the amount appropriated in the annual Budget

Ordinance. The Service Boards shall maintain all financial records and shall prepare all financial

statements and reports, including quarterly and annual reports required under the Act, in

accordance with the following provisions:

1

.

The first source of funds to be credited against the budgeted funding amount is from FTA
operating assistance grants;

2

.

The second source of funds to be credited against the budgeted funding amount is from 85%
sales tax receipts;

3

.

The third source of funds to be credited against the budgeted funding amount is from PTF
receipts; and

4. The fourth source of funds credited against the budgeted funding amount is from RTA 15%
and other discretionary receipts.

For capital expenditures, the payment of PTF funds, 15% funds and other discretionary funds of

the RTA shall be made under the terms and conditions of a grant agreement governing such capital

expenditures.

NOTE 4 - CASH AND INVESTMENTS

The captions on the combined balance sheet related to cash and investments and the amounts in the

Total (Memorandum Only) column are as follows:

Deposits $ 7,140,752
Investments 201.683.905
Total Deposits & Investments $208,824,657
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Deposits & Investments

Section 702.20(ii) of the RTA Act authorizes the RTA to invest any funds or monies not required

for inunediate use or disbursement. The applicable statutory provisions governing the investment

of public funds are found in 30 ILCS 235/0.01, et. seq.

The RTA has an investment policy which was most recently revised on December 2, 1993. This

policy is in accordance with the Illinois statutes and allows the RTA to invest in 1) certain

obligations of the U.S. Government and its agencies; 2) interest-bearing certificates of deposit,

interest-bearing time deposits or any other investments constituting direct obligations of any bank

as defined by the Illinois Banking Act; 3) short term obligations of corporations organized in the

United States with assets exceeding $500 million and rated within the highest classification

established by at least two standard rating services; 4) certain money market mutual funds; 5)

Illinois Public Treasurers' Investment Pool; 6) repurchase agreements; and 7) bankers

acceptances.

Deposits

At year-end, the carrying amount of the RTA's deposits was $7,140,752 and the bank balance

was $8,513,908. Of the bank balance, $7,252,357 was covered by Federal Depository

Insurance or collateral held by the RTA's agent in the RTA's name. The remaining balance of

$1,261,551 was uninsured and uncoUateralized.

Investments

The RTA held the following investments as of December 31, 1993 which are insured,

collateralized, registered or held by the RTA or its agent in the RTA's name:

Investments
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The Plan's investments are stated at aggregate market value. The market value of corporate bonds

and common stocks traded on national securities exchanges is the last reported sales price on the

last business day of the fiscal year of the Plan. U.S. Treasury securities are valued at the latest bid

price. The Short-term Mutual Fund units are stated at cost, which approximates market. These

units are maintained in a fund of the custodian and comprise greater than 5% of the Plan's

investments.

NOTE 5 - DUE FROM CTA

During 1992, the RTA made a loan for $1 1.01 1 million to the CTA. An additional $10 million

loan was made during 1993. The loans are free of interest with the aggregate repayments to be

made in cash in accordance with the following schedule:

October 1, 1994 $5,000,000
December 3 1 , 1994 5 ,000,000

April 1, 1995 5,500,000
September 30, 1995 5.511.000

$21,011.000

Fund balance has been reserved for the long-term portion of this receivable.

NOTE 6 - DUE FROM METRA

An agreement dated July 14, 1987 between the RTA and Metra stipulates that Metra would repay

the RTA the principal sum of $67.9 million in ten equal annual installments, without interest,

beginning December 31, 1988, with final payment due December 31, 1997. In September 1987,

Metra repaid the RTA $1 1.8 million with UMTA grants which were used to retire a portion of the

General Obligation Notes. The RTA forgave $3.9 million of this receivable and accordingly made
the corresponding balance of the General Obligation Note repayment with its own financial

resources. Metra repaid $6.79 million in each year from 1989 through 1993. The remaining
receivable from Metra at December 31, 1993 is $18.25 million. Fund balance has been reserved

for the long-term portion.

NOTE 7 - DUE TO/FROM OTHER FUNDS

The amounts due to/from other funds are as follows:

Receivable Fund Payable Fund Amount

General Debt Service $16,414
General Capital Projects 6,581,201
General Joint Self-Insurance 1.020.617

Total $7,618,232
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NOTE 8 - ADVANCES TO SERVICE BOARDS

A. Operating Advances
During 1993, the RTA's Discretionary Funding payments exceeded budgeted funding by
$1,414,259 and $1,615,629 for CTA and Pace, respectively.

B. Sales Tax Advances
The RTA receives a " 13th Month" sales tax payment to replace the monthly advance the RTA
previously received. The Illinois Department of Revenue calculates the amount and the RTA
verifies that calculation. The allocations to the Service Boards are set forth below:

CTA $15,925,690
Metra 11,838,109

Pace 3.622.328

Total Service Board Advances $31,386,127

Both operating and sales tax advances are current liabilities.

NOTE 9 - FIXED ASSETS

The following is a summary of changes in the General Fixed Asset Account Group during the

fiscal year:

Balance Balance

December 31. 1992 Additions Retirements December 31. 1993

Equipment $7,888,503 $2,927,468 - $10,815.971

NOTE 10 - GENERAL OBLIGATION BONDS PAYABLE

Changes during the year in long-term debt were as follows:

General Ol^ligptipo

1986A
1990A
1991A
1992A&1992B
1993A&1993B
1993C Refunding
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Advance Refunding: On June 21, 1993, the RTA advance refunded a portion of a

general obligation bond issue. The RTA issued $23,265,000 of general obligation refunding

bonds (1993 Series C) to provide resources to fund an irrevocable trust for the purpose of

generating resources for all future debt service payments of the refunded debt. As a result, the

refunded bonds are considered to be defeased and the liability has been removed from the general

long-term debt account group. This advance refunding was undertaken to reduce total debt service

payments over the next sixteen years by $1,218,1 19 (assuming no early retirement) and to obtain

an economic gain (difference between the present value of the debt service payments of the

refunded and refunding bonds) of approximately $682,296.

At December 31, 1993, $20,350,000 of outstanding general obligation bonds (1990A Series) are

considered defeased.

1986 GENERAL OBLIGATION BONDS

On November 1, 1986, the RTA issued $40 million General Obligation Bonds, Series 1986A, to

establish a Joint Self-Insurance Fund for the RTA, CTA, Metra, and Pace. The purpose of the

Joint Self-Insurance Fund is to provide a source from which to pay substantial damage and other

claims above retained limits payable by any of the participants arising out of personal injuries,

property damage and certain other losses and damages. The Self-Insurance Agreement provides

that the Joint Self-Insurance Fund is not available to pay the principal or interest on the Series

1986A Bonds.

The Series 1986A Bonds will mature on November 1 over a ten-year period and interest will be
payable at rates ranging from 4.0% to 6.2% on May 1, 1987 and semi-annually thereafter on
November 1 and May 1 in each remaining year.

Principal and interest requirements on the Series 1986A Bonds to maturity are set forth below:

Year Principal Interest Total

1994 4,485,000 866,845 5,351,845
1995 4,750,000 602,230 5,352,230
1996 5.040.000 312.480 5.352.480

Total $14,275,000 $1,781,555 $16,056,555

1990 GENERAL OBLIGATION BONDS

In May 1990, the RTA issued $100 million General Obligation Bonds, Series 1990A, to establish

a Capital Projects Fund to provide the source of paying costs of the Capital Program for the CTA,
Metra and Pace.

The Series 1990A Bonds will mature on November 1 over a thirty-year period and interest will be
payable at rates ranging from 6.00% to 7.15% on November 1, 1990 and semi-annually thereafter

on May 1 and November 1 in each remaining year.
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Principal and interest requirements on the Series 1990A Bonds to maturity are set forth below:

Year Principal Interest Total

1994
1995
1996
1997

1998

1999

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

Total

1991 GENERAL OBLIGATiON BONDS

In November 1991, the RTA issued $100 million in General Obligation Bonds, Series 1991A, to

replenish the capital projects fund to provide the source of paying costs of the Capital Program for

the CTA, Metra, and Pace.

The Series 1991A Bonds will mature on November 1 over a thirty-year period and interest will be
payable at rates ranging from 4.85% to 6.55% on May 1, 1992 and semi-annually thereafter on
November 1, and May 1 in each remaining year.

$1,310,000
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Principal and interest requirements on the 1991A Bonds to maturity are set forth below:

Year Principal Interest Total

1994 $1,410,000 $6,419,699 $7,829,699

1995 1,480,000 6,347,789 7,827,789

1996 1,555,000 6,270,089 7,825,089

1997 1,640,000 6,186,119 7,826,119

1998 1,735,000 6,095,099 7,830,099

1999 1,830,000 5,996,204 7,826,204

2000 1,940,000 5,889,149 7,829,149

2001 2,055,000 5,773,719 7,828,719

2002 2,180,000 5,649,391 7,829,391

2003
-

2,310,000 5,515,321 7,825,321

2004 2,455,000 5,370,946 7,825,946

2005 2,615,000 5,215,054 7,830,054

2006 2,780,000 5,046,386 7,826,386

2007 2,965,000 4,864,296 7,829,296

2008 3,160,000 4,667,865 7,827,865

2009 3,370,000 4,458,515 7,828,515

2010 3,595,000 4,232,725 7,827,725

2011 3,835,000 3,991,860 7,826,860

2012 4,090,000 3,734,915 7,824,915

2013 4,365,000 3,460,885 7,825,885

2014 4,660,000 3,168,430 7,828,430

2015 4,970,000 2,856,210 7,826,210

2016 5,305,000 2,523,220 7,828,220

2017 5,660,000 2,167,785 7,827,785

2018 6,040,000 1,788,565 7,828,565

2019 6,445,000 1,383,885 7,828,885

2020 6,875,000 952,070 7,827,070

2021 7.335.000 491.445 7.826.445

Total $98,655,000 $120,517,636 $219,172,636

1992 GENERAL OBLIGATION BONDS

In June 1992, the RTA issued $188 million in General Obligation Bonds Series 1992A, to pay the

cost of purchasing and reconstructing railcars for Metra. The RTA also issued $30 million in

General Obligation Bonds, Series 1992B, to pay the costs of reconstruction, acquisition, repair,

and replacement of certain public transportation facilities for the CTA, Metra, and Pace.

The Series 1992A and 1992B Bonds will mature on June 1 over a thirty-year period and interest

will be payable at rates ranging from 5.30% to 9.00% on December 1, 1992 and semi-annually

thereafter on June 1 and December 1 in each remaining year.

-23-





REGIONAL TRANSPORTATION AUTHORITY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 1993

Principal and interest requirements on the Series 1992A and 1992B Bonds to maturity are set forth

below:

Year Principal Interest Total

1994 $ $14,352,169 $14,352,169

1995 14,352,169 14,352,169

1996 14,352,169 14,352,169

1997 2,176,364 14,352,169 16,528,533

1998 3,540,909 14,243,413 17,784,322

1999 3,743,636 14,051,779 17,795,415

2000 3,963,182 13,840,569 17,803,751

2001 4,200,909 13,611,943 17,812,852

2002 4,455,455 13,366,233 17,821,688

2003 4,731,364 13,101,189 17,832,553

2004 5,080,000 12,815,028 17,895,028

2005 5,531,818 12,415,174 17,946,992

2006 6,053,636 11,918,914 17,972,550

2007 6,625,455 11,375,854 18,001,309

2008 7,247,273 10,761,494 18,008,767

2009 7,858,636 10,131,334 17,989,970

2010 8,415,455 9,551,974 17,967,429

2011 8,972,727 9,014,630 17,987,357

2012 9,568,182 8,441,702 18,009,884

2013 10,210,000 7,824,884 18,034,884

2014 10,895,455 7,162,794 18,058,249

2015 11,614,545 6,456,244 18,070,789

2016 12,357,273 5,729,754 18,087,027

2017 13,135,909 4,974,541 18,110,450

2018 13,965,909 4,171,738 18,137,647

2019 14,847,727 3,318,219 18,165,946

2020 15,785,909 2,410,800 18,196,709

2021 16,784,091 1,446,051 18,230,142

2022 6.238.181 420.298 6,658,479

$218.000,000 $279,965,229 $497,965,229

1993 GENERAL OBLIGATION BONDS

In June 1993, the RTA issued $55 million in General ObUgation Bonds Series 1993A, to pay the

cost of purchasing the reconstructing rail cars for Metra. The RTA also issued $55 million in

General Obligation Bonds, Series 1993B, to pay the costs of reconstruction, acquisition, repair,

and replacement of certain pubhc transportation facilities for the CTA, Metra, and Pace.

The Series 1993A and 1993B Bonds will mature on June 1 over a thirty-year period and interest

will be payable at rates ranging from 4.21%, to 5.85% on December 1, 1993 and semi-annually

thereafter on June 1 and December 1 in each remaining year.
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Principal and interest requirements on the Series 1993A and 1993B Bonds to maturity are set forth

below:

Year Principal Interest Total

1994
1995
1996
1997

1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023

1993 GENERAL OBLIGATION REFUNDING BONDS

In June 1993, the RTA issued $23.3 million in General Obligation Bonds Series 1993C to provide

funds to refund in advance of maturity the RTA's outstanding Series 1990A Bonds maturing

November 1 in the years 2003, 2004, 2005, and 2009 in the aggregate amount of $20.35 million.

The Series 1993C Refunding Bonds will mature on June 1 over sixteen-year period and interest

will be payable at rates ranging from 2.75% to 5.70% on December 1, 1993 and semi-annually

thereafter on June 1 and December 1 in each remaining year.
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All amounts of compensation deferred under the plan and all income attributable to those amounts

are (until paid or made available to the employee or other beneficiary) solely the property and rights

of the RTA (without being restricted to the provisions of benefits under the plan), subject only to

the claims of the RTA's general creditors. Participants' rights under the plans are equal to those of

general creditors of the RTA in an amount equal to the fair market value of the deferred amount for

each participant.

The RTA believes it has no liability for losses under the plan but does have the duty of due care

that would be required of an ordinary prudent investor. The RTA believes that it is highly unlikely

that it will use the assets to satisfy the claims of general creditors in the future.

As of December 31, 1993, fifty-nine RTA employees participated in the Plan. The Plan is

administered by a third party administrator and has a value of $1,002,544 and $954,215 for active

and inactive employees, respectively. -.

NOTE 12 - PENSION

Plan Description

The RTA participates, along with Metra and Pace, in a multi-employer noncontributory defined

benefit cost-sharing pension plan and trust, the RTA Pension Plan and Trust (Plan) covering

substantially all employees not otherwise covered by a union pension plan. Responsibilities for

administering the Plan are divided among a Board of Trustees, a Retirement Committee, a Plan

Administrator, and the RTA Board of Directors. The Plan is classified as a "governmental plan"

and is, therefore, generally exempt from the provision of the Employee Retirement Income
Security Act of 1974. The Plan operates on a calendar fiscal year.

Separate employer contribution accounts were set up for the RTA, Metra, and Pace. Contribution

expense is accrued by the RTA, Metra, and Pace concurrent with the establishment of each

employer/employee account.

The Plan provides normal early retirement and disability benefits determined as a percentage of the

participant's average annual compensation in the three completed plan years of highest

compensation. Prior service credits are provided to participants employed prior to July 1, 1984

who were employed on a full-time basis prior to their employment with the RTA by another

governmental entity or by certain providers of transportation services. (Prior service credits for

participants employed after June 30, 1984 were eliminated with the 1984 amendments to the Plan).

Prior to July 1, 1979 contributions were made on the basis of non-actuarial estimates. The Plan's

initial actuarial study found that those estimates were in excess of actuarial requirements. As a

result, pension expense is being reduced by amortization of the excess over 20 years. (Prior to

1985, the excess was amortized over a ten year period).

Funding requirements for the Plan are determined by an independent actuary. Assets are valued

recognizing a portion of both realized and unrealized gains and losses in order to avoid wide
swings in actuarially determined funding requirements from year to year. Certain directors and
persons hired after age 60 are allowed to participate in the Plan. 100% vesting occurs after five

years service and benefit accruals are provided for participants over age 65. An employee may
retire after age 55 and receive reduced benefits.
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Related Party Transactions

There were no securities of the RTA, Metra, Pace, or related parties included in the Plan's assets.

Funding Status and Progress

The amount shown below as the pension benefit obligation (PBO) is a standardized disclosure

measure of the present value of pension benefits, estimated to be payable in the future as a result of

employee service to date.

The measure is intended to help users assess the funding status of the Plan on a going-concern

basis, assess progress made in accumulating sufficient assets to pay benefits when due, and make
comparisons among employers. The measure is the actuarial present value of credit projected

benefits prorated on service and is independent of the funding method used to determine

contributions to the Plan.

The PBO was computed as part of an actuarial valuation performed as of January 1, 1993, (date of

latest valuation). Significant actuarial assumptions used in the valuation include (a) a rate of return

on the investment of present and future assets of 8% a year compounded annually and (b) projected

salary increases of 6% a year compounded annually.

No contributions were made in 1993 due to the Plan's overfunded status.

Net assets in excess of pension benefit obligation were $10,743,237 at January 1, 1993 and
determined as follows:

Pension benefit obligation:

Retirees and beneficiaries currently receiving

benefits and terminated employees not yet receiving them $ 7,1 1 3,636

Current employee:

Employer-financed vested and nonvested 24, 1 42,725

Total pension benefit obligation $ 3 1 ,256,36

1

Net assets available for benefits, at market 4 1 ,999,598

Net assets in excess of pension benefit obhgation $ 10,743.237
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Trend Information

Trend information gives an indication of the progress made in accumulating sufficient assets to pay

benefits when due. Three-year historical trend information is as follows:

Valuation Date January 1. 1993 January 1. 1992 January 1. 1991

Historical Assumptions

Interest Return 8% 8% 8%
Salary Increases 6% 6% 6%
Active Participants 1,062 846 783

RTA Information

Participants - 75 75 76

Contribution % 0.00% 10.51% 10.52%

Total PayroU $3,500,000 $3,600,000 $3,500,000

Covered Payroll $3,100,000 $3,400,000 $3,200,000

Contributions $0 $218,963 $211,178

% of Covered Payroll 0.00% 6.44% 6.65%

Pension Benefit Obhgation $31,256,361 $27,688,574 $25,832,197

Net Assets (at market) $41.999.598 $37.895.186 $30.821.263

Net Assets in Excess of

Pension Benefit Obhgation $10,743.237 $10,206,612 $4,989,066

Ten-year historical information is available in the audited financial statements of the Plan.

NOTE 13 - COMMITMENTS AND CONTINGENCIES

The RTA has various operating lease agreements for facilities and equipment. Operating lease

expenditures totaled $917,000 in 1993. Minimum annual rental payments by the RTA are as

follows:
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The RTA is a defendant or respondent in various lawsuits and adniinistrative proceedings. In the

opinion of the RTA management, the ultimate resolution of these lawsuits will not have a matenal

adverse effect on the RTA's financial position or its results of operations.

-30-





o

gL
QC m o>

Oq?J
I z -

t- => rtD u.
"

rf m "^ iiJ ui
I- CJ g
oc z
O - Q
a w ui

IP

/R UJ W
uj S u.

<9

n 11

£ o

i i

3 O =

§ I

III

si I

S z

-31-





Is

S S CM
i -a 01

m S ^
«

I

S CO eg oO — -r- •«

S 8

I 5

il i

II I< Q

-32-





E iJ- o>

CE 111
'"

O Or-'
X > o
t- OC DC
3 LU UJ
< (A m
^ CD UJO uj O
H Q UJ

< OC
°

too
CC LL LU

Q. 2 ^

< LU <
CC t; ^H < >

5 o o
2 z u.

C3 5 a:

y i o

u

2
i

II

^§

s J





Q
Z

pi
O ~9 '-

X O «
ft oc cc
5 0- UJ

<^iZ H 111

O E "
C <c lu

!5oQ
h- a: Q

O u. °

Z UJ 2< 2 <

< <n o
O z LL

O z cc
uj ffl O
oc I u.

O
o

a> oo





V O <D

i





5 UJ oc

2o §O S LL

US

3 o "-

CO O

O I-

m o i^ in O) oj o

(Dnonini^CMor^
CM ^" T-" >-" in ctT m in o0)incMr^inoinou*
coin'<ti^(D->j-0)Tto
CM O)" in •r-" CO m —"

cm"

(O <T »- •- CM

CM <o_ o. CO m r- CM co h«

co' o" ^ ^ in Q)' cr>' in o"moocMr-inomcMOT
CO rt t^ <o rt a> rt o
O)" cji' in •-" co" co" •-' cm"

Tt in

(D •r- >-

§ § I i

sssgi^s







'SZ2,%.^






